AGENDA
EXECUTIVE FINANCE COMMITTEE
' February 28, 2008 at 1:30 P.M. _
Location: Treasury Conference Room, KC Admin. Bldg., Room 610 (6th Floor)

Committee Members: Councilmember Larry Phillips, Chair; Bob Cowan, Director OMB; Ken Guy, Director

FBOD; Jim Buck, County Administrative Officer

Staff: Phil Sanders, Treasury Manager; Mike Smith, Investment Officer; Dave Turley, Fi inancial

Accounting Supervisor
AGENDA ITEMS
1. Action: Approval of Minutes of the January 31, 2008 Executive Finance Committee meeting. (page 2)
2. Briefing: Investment pool fee (Handout)
Ken Guy, Finance Director
3. Action: Approval of the request by the Printing/Graphics Fund to increase the amount their interfund loan. The
current loan for $2 million expires December 31, 2008. (Page 3 & Handout)
Dana Spencer, Manager OIRM
4. Briefing: Interfund Borrowing for January 2008
e Automated Lending & Borrowing. County Tier 2 Funds — Interest on Interfund Loans (page 4)
e Pooled Tier 1 County Funds with Negative Cash Balances (page 5)
e Excluded County Funds with Negative Balances - Tier 2 Funds Not Paying Interest (page 6)
Dave Turley, Financial Accounting Supervisor
e Interfund Loans Among Non-County Funds (pages 7-8)
e Interfund Borrowings — EFC Approved Loans (page 9)
Mike Smith, Investment Officer
5. Briefing: January 2008 Investment Summary
e Investment Purchase Summary (page 10)
e Reverse Repo Analysis and Policy Compliance (page 11)
e Residual Investment Fund Summary (page 12)
e Issuer Diversification and Credit Exposure Report (page 13)
e Investment performance review (pages 14-18)
e Interest Rate Summary (page 19)
Mike Smith, Investment Officer
6. Action: Committee’s direction for investment of idle cash balances of specific County funds not needed for
immediate expenditure.
Staff Recommendation: Direct the Treasury to maintain the maximum average duration of the core portfolio
at the 1.4 to 2.2 year range (no change from last meeting) and the maximum average maturity for the
liquidity portfolio at 30 to 100 days (no change from last meeting).
Mike Smith, Investment Officer
OTHER BUSINESS
EXECUTIVE SESSION
ADJOURNMENT
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MINUTES
EXECUTIVE FINANCE COMMITTEE
January 31,2008

The Executive Finance Committee (EFC) Meeting was held January 31, 2008 at 1:30 p.m.
Members Present  Others Present Others Present (Continued) Members Absent

Jim Buck Anthony Cacallori William Nogle _ Bob Ferguson
Bob Cowan Tim Aratani Mamie Marcus
Ken Guy Dennis Barnes Pat Hamacher

Grace Yuan, K&L Gates Caroline McShane
Janene Fogard, Lake Wash SD Peggy Pahl

Jake Kuper, Issaquah SD Phil Sanders
Martin Turney, Issaquah SD Mike Smith

John Rose, Advisory Panel Scott Matheson
Mary Ellen Mullen, Advisory Panel Dave Turley

John Dobrowolski, Advisory Panel Hall Walker

ACTION ITEMS

1.
2.

Minutes — The Committee approved the Minutes of the December 6, 2007 EFC meeting.

Interfund Loan — The Committee unanimously approved the request by the Wastewater Treatment Division
(ARMS fund 3611) to borrow up to $150 million through May 31, 2008.

Interfund Loan — The Committee unanimously approved the request by the King County Ferry District (ARMS
fund 38-001-0010) to borrow up to $200,000 through May 31, 2008.

Investment Direction — The Committee approved the Treasury recommendation to maintain the maximum
average duration of the core portfolio at the 1.4 to 2.2 year range and the maximum average maturity for the
liquidity portfolio at 30 to 100 days.

BRIEFINGS

1.

TInvestment Pool Fee — Representatives from the Issaquah and Lake Washington School Districts requested that
the pool’s fee structure be reconsidered. They stated that the pool’s 15 basis point fee seemed high when
compared to the fees charged by other counties and the state’s LGIP. They proposed that the county consider a
rebate structure like the LGIP uses, a graduated fee structure, or a general reduction in fees. They also requested
that the impact fee funds be charged at the district rate and not the county rate. There was a discussion about the
differing level of services provided by other counties and how that could impact the fee structures. An example
of this is that the King County automatically sweeps the districts’ cash into investments every day, while not all
other counties provide this service. The districts were promised that options for restructuring the pool fee would
be presented to the EFC at the February 28 meeting including consideration to reduce the fee on school Impact
Fee Funds.

Commercial Paper Update —-The Committee was informed that restructuring proposals for the distressed
commercial paper securities may be finalized by mid-year. The Committee was told that Public Financial
Management is assisting with valuations, and the Committee was also notified that it will probably be necessary
to have special EFC meetings in the future to discuss restructuring proposals.

Interfund Borrowing — The Committee was provided a review of interfund borrowings during December 2007.

Investment Review for December 2007 — The Committee was provided a review of investment performance,
activity, and the distribution of investment holdings by maturity, security type, credit rating, and issuer.
Analysis of actual versus budgeted amounts for Pool earnings and fees were reviewed. Reverse repurchase
activity for the month was also reviewed, and the Committee was briefed on the current interest rate and
economic environment.

OTHER BUSINESS

None

Phil Sanders, Treasury Operations Manager
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m
King County
Office of Information Resource Management

Service Development & Management
401 5™ Ave, Suite 600

Seattle, WA 98104-5002
(206) 263-7981
Memorandum
Date: February 8, 2008

TO: Executive Finance Committee

FR:  Dana Spencer, Director of Service Development & Management
Office of Information Resource Management

RG: PGA Cash Balance Current Status and Potential to Exceed the Loan Limit

] am pleased to report to you that the Printing & Graphic Arts (PGA) fund cash balance has
stayed within the approved loan balance of $2,000,000 as approved by EFC in October 2007
and extended through December 2008. Specifically, the cash balance as of December 31,
2007 and January 31, 2008 was $1,629,928 and $1,543,694 respectively.

In February 2008, we have submitted entries to process deferred expenses in the amount of
$524,000. This will likely cause the cash balance to exceed the current approved loan. We
expect the amount to be covered by inter-fund borrowing to not exceed $2,400,000. Per the
arrangements between the Department of Executive Services and the Office of Management
and Budget, the loan will gradually decrease by $780,000 per year as customer agencies repay
the loan.

I will plan to provide a detailed briefing on our projections at the regularly scheduled
February meeting. I am also available if you would like to schedule a briefing prior to that
meeting. I appreciate the support of the committee as we complete the close-out of P&GA
operations and transition the fund management responsibilities from our office to the
Department of Executive Services.

cc: Mike Strouse, Department of Executive Services
Helene Ellickson, Office of Management and Budget
David Martinez, Office of Information Resource Management
Christine Chou, Office of Information Resource Management
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INVESTMENT PURCHASES SUMMARY

JANUARY 2008
OVERNIGHT REPOS

TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON 21 $1,307,000,000 1.47 4.05%

TERM REPOS

TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON 4 $ 160,000,000 42.28 3.07%

DISCOUNT NOTES
TOTAL FACE AVG AVG
DEALER BUYS AMOUNT TOTAL COST  DAYS  YIELD
DEUTCHEBANK 1 $ 75,000,000 $ 73,604,792 181.00 3.82%
LEHMAN BROTHERS 3 75,000,000 73,222,500 21600 4.10
MERRILL LYNCH 1 60,000,000 58,992,433 181.00 3.44
SMITH BARNEY 2 90,000,000 88,478,667 181.11  3.47
UBS FINANCIAL 1 25,000,000 24,470,903 190.00 4.15
TOTAL 8 $325000,000 $318,769294 189.76 3.76%
CDs

TOTAL AMOUNT AVG AVG
DEALER BUYS OF CDs DAYS YIELD
KEY BANK 2 $ 796,809 340.00 3.12%
SHORELINE BANK 1 1,000,000 32.00 4.65
U.S. BANK 1 8,083,000 32.00 4.42
KEY BANK 4 $ 9,879,809 58.45 4.34%
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RESIDUAL INVESTMENT FUND SUMMARY

DATE:

Maturity Ran

02/14/2008

Amount
Invested

1 - 29 Days 1,008,550,904

30 - 59 Days
60 - 89 Days
90 - 119 Day
120 - 149 Da
150 - 179 Da
180 - 364 Da
1 - 2 Years
2 - 3 Years
3 - 4 Years
4 - 5 Years
5+ Years
TOTAL

Security Type

275,895,775
320,073,931
268,681,063
530,884,194
387,624,505
255,560,888

69,885,416
124,464,976
268,126,781
349,927,136

86,030,103

3,945,705,673

Repurchase Agreements
Certificates of Deposit
State Investment Pool
Commercial Paper

Bankers'

Treasuries
Agencies

Mortgage Backed Securities

Municipals

Acceptances

TOTAL

Average Yield =

Average Days to Maturity =

Percent of
Portfolio

2

NOAAWEROMNWWONOWIU
NWOWONOOUIOUTO R OO
of of 0P 0P 0P o° d° o o o o° o

o
o

100.

Amount
Invested

172,790,000
795,314,882
354,478,294
202,254,182
0
0

2,267,938,107

86,030,103
66,900,105

3,945,705,673

4.36%

463.15

Cumulative
Percentag

32.
40.
47.
60.
70.
77.
79.
82.
89.
97.
100.

0\0 °\° °\O O\O o\O Q\O 0\0 0\0 0\0 o\O O\°

COMONONOW0WWUIAN

Percent Of
Portfolio

N

PNJOOUTWYWOk

ul

o0 0P o P o oP of o oV

QNUTOO R ONS

o
o

100.
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Average
Yield

.42%
.16%
.49%
.77%
.65%
.98%
.60%
.94%
.96%
.52%
.30%
.52%

SUTUT D DD W W

Limits

40%
20%
100%
25%
40%
100%
75%
25%
20%



RESIDUAL INVESTMENT POOL
ISSUER DIVERSIFICATION AND CREDIT EXPOSURE

1/31/08
Credit Agency Ratings (1) Bank Ratings (2)
CDs --7.5% PER ISSUER. IDC RATING: 3 OR BETTER Book Value % of Portfolio ~ S&pP Moody's Fitch IDC CAEL™
Key Bank ' 264,906,236.64 6.5% A-1 P-1 F1 1 3
U.S. Bank 100,000,000.00 2.5% A-1+ P-1 F1+ 1 2
Bank of America 100,000,000.00 2.5% A-1+ P-1 F1+ 1 3
Washington Mutual Bank 100,000,000.00 2.5% A-2 P-2 F2 2 4
Commerce Bank 50,000,000.00 1.2% F1 1 2
Homestreet Bank 50,000,000.00 1.2% 1 2
Sterling Savings Bank 50,000,000.00 1.2% F3 1 2
Washington Federal S&L 50,000,000.00 1.2% F1 1 2
Frontier Bank 25,000,000.00 -0.6% 1 2
COMMERCIAL PAPER -- 5% PER ISSUER. RATED BY 2 AGENCIES; RATING OF AT LEAST A-1, P-1, OR F1.
Mainsail if LLC 52,950,977.63 1.3% NR NP
Victoria Finance LLC 51,937,148.61 1.3% D NP
Cheyne Finance LLC 48,688,083.13 1.2% D NP
Rhinebridge LLC 48,677,972.22 1.2% D NP D
REPURCHASE AGREEMENTS -- 10% PER ISSUER
Credit Suisse LLC 282,670,000.00 7.0% A-1+ P-1 F1+
INVESTMENT POOLS -- 100% PER ISSUER
Washington State Treasurer's LGIP 354,478,294.26 8.8% NR NR NR
U.S. GOVERNMENT (Full Faith & Credit) -- 100% PER ISSUER
U.S. Treasury Obligations - 0.0% AAA Aaa AAA
MUNICIPAL OBLIGATIONS (Taxable) -- 5% PER ISSUER. CREDIT RATING OF AT LEAST "A"
Seattle School District No. 1 22,797,935.03 0.6% AA+ Aal
Sacramento County, CA 20,178,399.98 0.5% AANNW)  Aaa(NW) AA(NW)
City of Phoenix, AZ 15,000,000.00 0.4% AAA Aa1l
City of Dallas, TX 3,500,000.00 0.1% AA+ Aai
State of New Jersey 3,146,122.33 0.1% AA Aa3 AA-
Westchester County, NY 2,335,000.00 ) 0.1% . AAA Aaa AA+
FEDERAL AGENCY OBLIGATIONS (GSEs) -- 50% PER ISSUER
Federal National Mortgage Association (FNMA) 952,003,966.69 23.5% AAA Aaa AAA
Federal Home Loan Bank (FHLB) 807,610,744.56 19.9% AAA Aaa AAA
Federal Home Loan Mortgage Corporation (FHLMC) 594,456,455.84 14.7% AAA Aaa AAA
4,050,337,336.92 100.0%

(1) The table in the lower-right corner gives the range of
investment grade credit ratings.

(2) IDC Bank ratings are provided by IDC Financial Publishing:
1=8uperior, 2=Excellent, 3=Average, 4=Below Average, 5=Lowest.
Safe & Sound CAEL is a bank rating service provided by

Overview of Rating Agency Credit Scores
~LONU-tem

S&P

Bankrate.com: 1=Superior, 2=Sound, 3=Performing, 4=Below Moody's

Average, 5=Weak.

Fitch

Short-term t
Grade
Highest Lowest
A1+ A-3
P-1 P-3
Fi+ F3

Grade
Highest
AAA

Aaa
AAA

Lowest
BBB-
Baa3
BBB-

Note:(NW) equals negative credit watch & (NO) equals negative outlook.
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TOTAL RESIDUAL FUND

EARNINGS DISTRIBUTION RATE

6.00% . . . - . . . . 1.80
506% B524% 547% 521% 522% 525% 525% 524% 5.22%
819 0 1
5.00% -+ ——s——s———= 481% 476% 4560 4.38% 1.60
: +1.40
£ 400% + 1120 ¢
€ 1100 £
 3.00% | B
£ 1080 3
050 051 ° 1 0.40
1.00% + O : 044 047 049 0.47 047
1 0.20
0.00% + + } + ; t t + t t ; : 0.00
Jan-07 Feb-07 Mar-07  Apr-07  May-07  Jun-07 Jul-07 Aug-07  Sep-07  Oct-07  Nov-07 Dec-07  Jan-08
[~——MONTH AVERAGE --a~+DURATION
AVERAGE BALANCE
6,000
5,000 4,819
4000 T3 3753357
2 . .
s .
£ 3,000
=
(23
2,000
957 | 964 | gsn | g30 | 897 | 980 | 947 | 953 | 1,023 1,072 | 1,085 | 1,031
1,000 -———---—--——.n-—‘z._ = __Pm—. .—-—-—-. i i .1’-9-28
Jan07 Feb-07 Mar-07 Ap-07 May-07 Jun-07 Jul07 Aug-07 Sep-07 Oct07 Nov-07 Dec-07 Jan-08
: I:I—AVERAGE CORE MAX. CORE(PER K.C. POLICY) = AVERAGE TOTAL RESIDUAL |

CX FUND YTD INTEREST EARNINGS

January 31, 2008

BUDGET (1) ACTUAL DIFFERENCE
YTD AVG BALANCE (millions) $214 $187 ($26.8)
YTD YIELD 4.09% 4.39% 0.31%
INTEREST DISTRIBUTION (8) $741,237 $697,141 ($44,096)
AUTOMATIC INTEREST ($) $0 $22,171 $22.171
TOTAL INTEREST ($) $741,237 $719,312 ($21,925)
Y7D POOL FEE REVENUE
BUDGET ACTUAL DIFFERENCE
POOLFEEDUETOCX  $472,083 $532,919 $60,835
POOL FEE DUE TO FBOD $12,500 $11,874 ($626)
TOTAL YTD POOL FEES 484,583 544,793 60,209
YTD TOTAL POOL
DISTRIBUTION $15,083,089

(1) Average budgeted yield for the entire year is 3.48% (simple average).
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LIQUIDITY POOL
COMPARATIVE EARNINGS RATES

6.00%

5.00% f

(=)

90,
4.00% L 1 16%

3.00% t

2.00%

1.00% |

0.00%
Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08

r—I—KC LIQ. POOL — -¢— STATE POOL -~-&~--MONEY FUND

COMPARISON OF AVERAGE DAYS TO MATURITY

100

80 F

70

60 F

50 }

30

20 F

10

Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08

——KC LIQ. POOL —-¢— STATE POOL A ------------- MONEY FUND

Sources: Money fund data: |BC/Donoghue Money Fund Report Averages seven day money market fund indexes. "Public Investor".

State Pool data:  Monthly State of Washington Local Government investment Pool report.
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CORE POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS

6.00% |
5.31% 5.35% 5.36%
0 0 9 5.22%
5.12% 5.12% 5.15% 4.99%
500% F e. T W= T S, 4.79%
5.00% [P — "5 03% 5.04% I 4.45%
4.72% 4.75% 4.75% ATT% e 4.18% 4.14%
. 4440/ ........ hauntcs N
4.00% | ® 423%
3.00% | 3.44% 3.40%. J2%
2.59%
2.00% |
1.00%

Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08

F-I-—Kc CORE POOL - - MERRILL LYNCH 1-4.99

Core portfolio rate is reported as market yield, not accrual basis, and therefore the liquidity rate and core rate may not equal pool distribution rate.

COMPARISON OF AVERAGE DURATION

5.00

450 |
400 t
3560
3.00 F

250 L2200 227 223 220 225 224 219 221 221 220 227 226 226
’ .

2.00
Bl 1.60 161
1.55 1.41 145 1.50 1.56 1.52 oot
050 F
0.00 1 + L
Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08
r—-I—KC CORE POOL = 4 MERRILL LYNCH 1-4.99

Source: Merrill Lynch index: Bloomberg Financial Markets
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MORTGAGE-BACKED POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS
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Source: . Merrill Lynch index: Bloomberg Financial Markets
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GAIN / LOSS SUMMARY

RESIDUAL FUND: TOTAL REALIZED GAIN OR LOSS
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INTEREST RATE SUMMARY

6.00%
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0.00%
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> N ¥ 2 N o

—@—(2/27/08 ~— O— 1/28/2008 -~&-~1YEARAGO O KING COUNTY POOL 4.38%

02/27/08 1/28/2008 1 YEAR AGO

Fed Fund Target 3.00% 3.50% 5.25%
3M T-Bill 2.00% 2.27% 5.13%

6M T-Bill 2.02% 2.34% 5.11%

1Y T-Note 1.95% 2.23% 4.85%

2Y T-Note 2.00% 2.21% 4.60%

5Y T-Note 2.88% 2.79% 4.46%
10Y T-Note 3.87% 3.59% 4.52%
30Y T-Note 4.67% 4.28% 4.63%
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